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Further to my memorandum of August 6, I advise as follows in 
regard to the repot: , submitted to you by Mr. Saunders . 


•rue Director , Planning and He view has been unavailable 
ior consultation. 1 have attached (At f . I ; to thir 
memo , the report prepared by the finance branch as the 
input from that Division . Since most of the matters 
raised by Saunders relate to financial administration 
within that Division,, these views should be sufficient 
r o •. : V o u r a d v i c e . 


Also at ached (Atts, 2 and .3 5 are responses prepared 
within the Emp loyment Diviner which Indicate actions 
taken within tnet Division to identify whether u real 
problem o: is ted, and to ecu' 
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oar staff. 
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lb) One must query the purpose of the brief given to Mr. Saunders. 

it was. to provide a real assessment of the grants process 
von this could only be done by interacting with staff, 
id- indicated in the attached reports, such involvement could 
quickly have indicated to Mr . Saunders answers to -one cf 
hi s uncertainties and additional files and sources of 
information. Coupling this with the selected nature of 
the grants reviewed one must conclude that the purpose was 
someth ing other than a valid assessment of grant procedures. 


c) Despite the obvious lack of information used by Mr. Saunders, 
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One mast, take strong exception to some of the terminology 
used in the report. For example, the comments made about 
officers assisting in the preparation of financial returns 
have clear implications of some form of underhand activity. 
Quite extraordinarily , however, the author of the report 
elsewhere calls for the Department to provide assistance 
to organisations with financial procedures! 

Similar contradictions exist in his call to reduce the 
strictures of financial accountability while 
simultaneously, throughout the report, maki-.g critical 
comment on a variety of perceived non-cotipli once with 
very small details of grant conditions and etc. 

Mr. Saunders has apparently not sought to understand the 
purpose of: any particular grant durit his assessment . 

Lach condition within a grant is given equal weight and it 
is assumed in the report that each specified condition was 
included for active use. Some grant conditions are 
included us safeguards to be invoked in the event that there 
is due cause,. 

This is particularly true with conditions relating to 
inspection of accounts. The Department does not have the 
resources to routinely carry out assessments of grants even 
at the level undertaken by Mr. Saunders, There is no 
evidence that, this is necessary but grant conditions must 
include the opportunity to do this if and when needed. 

Some of the suggestions made seem to ignore existing 
procedures. For example, on page 2 of his report he 
suggests that this Department should see "quotes and 
receipts for equipment purchased". This apparently ignores 
the fact that we require an independently audited statement 
of expenditure to be submitted. 

Mr. Saunders' comments on trading income ignore the fact 
that all such trading organisations submit to the Department 
trading statements which are separate from the grant 
reporting forms. 

It is difficult to comprehend any basis for further 
simplification of existing grant reporting procedures. 

The comments regarding taxation liabilities arc not, 
in my opinion, a matter for this Department. Any 
organisation receiving a grant lias the same requirement 
to comply wi th taxation law as does any business or 
individual. Conversion of a loan to a grant by this 
Department is no different to a normal business receiving 
cash income for the meeting of n loan debt. 1 do not 
believe we have any special responsibilities in this 
regard . 
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The comment made regarding the possibility of one set 
expenditure figures being used to justify a multiple 
funding situation are a good example of the shallowness 
o f t b i s re po r t. . 

First, there is no evidence of this occurring so that 
the comment nits without just if icat ion. 

Second, the "solution" proposed is to have the grantee 
report, to the effect chat this has not occurred - 
i.c. it depends on the honesty of the grantee. Our 
approach is to have an independent auditor verify that 
funds have been expended foi the approved purposes . 

(1) Mr . Saunders takes issue with what he sees are variations 
from approved expenditure. Grants are provided on the 
basis of not onal budget splits . Inevitably there will 
be minor variations between the time of grant approval and 
actual completion of the grant project. Our approach is 
to ensure that funds are 'expended for the defined purposes 
and within the approved limits. Where diversion of grants 
for alternative purposes is sought then such diversion is 
g ive n for ma i c o n s i a erat i o n . 


(m) I am given to understand that officers of the Auditor- 

General have been made aw a. re of the contents of this report 
Given the unsubstantiated and internal nature of the report 
I find this extraordinary, if it is true . 
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ciat requirements has existed since 
procram, and was last promulgated 
, by memorandum from; you. 


I n su miaa r y : 


I find many aspects of the report, unsatisfactory but concur with 
his central conclusion , that the grants supervision capacity 
of the Department, be strengthened . The Department has never 
been given resources to adequately perform this function . 


I do not. agree with the level of grants supervision deemed 
desirable, by implication rather than specification, in 
Mr. Saunders' report. The Department can never be in a positio 
to undertake detailed monitoring of the kind proposed by 
Mr. Saunders - indeed his report, has failed to provide any 
evidence that it is necessary. 

I recommend: 

1 . Strengthening of the Grants Monitoring Unit within 
the Finance Branch. 

2 . Specification within this unit of officers 
for specific grants programs. 
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Similar definition of officers within the program 

d g 1 i ve r y u n 2 t s . 

One to tf.e interaction between these officers to 
ensure adequate grants monitoring. 

define of "adequate" grants monitoring to be 
agreed on the basis of recommendations to you by 
■ -.he F 1 nance French in consultation with program delivery 
«. . n x. t o « 
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